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Washington, D.C. 20554

Re: Gen. Docket 90-357, IB Docket 95d
Dear Mr. Caton:

On December 31, 1996, the undersigned counsel for CD Radio Inc. (CD Radio) met
with John Stern, of the International Bureau, to discuss the design of the upcoming satellite
DARS auction. CD Radio argued that there is independent justification for adopting aspects of
prior Commission rules developed in the PCS C and F Block auctions to prevent unjust
enrichment as a result of the DARS auction. In particular, the Commission may wish to
ensure that before or after any auction, DARS applicants cannot "sell their place in line" to
another company. Failure to adopt such provisions would penalize those applicants that
prosecuted their application with the intent of entering the satellite DARS business.

Although not all transfers of control should be prohibited, arrangements where an
existing applicant merely sells a controlling stake to a single company - or an option or debt

. or non voting equity convertible to a controlling stake - amount to little more than speculation
in license applications and frequency assignments. The Commission has never permitted such
speculation in the past and should not do so here. Indeed, the agency has longstanding and
more severe precedents prohibiting transfers of control or assignments of unbuilt facilities.

The Commission has substantial experience with policies designed to prevent such
unjust enrichment in connection with its designated entity and small business auction rules.
CD Radio believes that similar rules would be appropriately applied in this instance, and has
attached an example. These proposed rules represent a straight-forward modification of the
existing F-Block policies to fit the purpose at hand by eliminating all references to numerical
small business eligibility criteria. The resulting rules facilitate legitimate financing efforts ­
including transferring large equity stakes in the post-auction licensees -- and yet serve the



William F. Caton
January 2, 1997
Page 2

WILEY, REIN & FIELDING

public interest in forbidding speculation in licenses.

Should any questions arise concerning this letter, please contact the undersigned at
(202) 429-7269.

Respectfully submitted,

~~...-;~

Carl R. Frank

cc: Michelle Farquhar, WTB
Kathleen 0 'Brien Ham, WTB
Amy Zoslov, WTB
Nancy Markowitz, WTB
Donald Gips, IB
John Stern, IB
Rosalee Chiara, IB
Gregory Rosston, OPP



XX.XXX Eligibility for DARS licenses.

(a) General Rule.

(1) No application is acceptable for filing and no license shall be granted for a DARS
license, unless all persons or entities that hold interests in the applicant are existing investors.
For purposes of this rule, an existing investor is defined as a person or entity that held an
attributable interest in the applicant on December 31, 1996.

(2) Any licensee awarded a license pursuant to this section shall maintain its eligibility until
at least five years from the date of initial license grant.

(b) Exceptions to General Rule.

(1) Publicly-Traded Corporations. Where an applicant (or licensee) is a publicly traded
corporation with widely dispersed voting power, such a publicly-traded corporation shall be
deemed to comply with paragraph (a) of this section.

(2) 25 Percent Equity Exception. The eligibility of a person or entity that holds an interest
in the applicant (or licensee) as an existing investor shall not be considered so long as:

(i) Such person or entity, together with its affiliates, holds only nonattributable equity
equaling no more than 25 percent of the applicant's (or licensee's) total equity;

(ii) Except as provided in paragraph (b)(4) of this section, such person or entity is not a
member of the applicant's (or licensee's) control group; and

(iii) The applicant (or licensee) has a control group that complies with the minimum equity
requirements of paragraph (b)(4) of this section, and, if the applicant (or licensee) is a
corporation, owns at least 50.1 percent of the applicant's (or licensee's) voting interests, and,
if the applicant (or licensee) is a partnership, holds all of its general partnership interests.

(3) 49.9 Percent Equity Exception. The eligibility of a person or entity that holds an interest
in the applicant (or licensee) as an existing investor shall not be considered so long as:

(i) Such person or entity, together with its affiliates, holds only nonattributable equity
equaling no more than 49.9 percent of the applicant 's (or licensee's) total equity;

(ii) Except as provided in paragraph (b)(5) of this section, such person or entity is not a
member of the applicant's (or licensee's) control group; and

(iii) The applicant (or licensee) has a control group that complies with the minimum equity
requirements of paragraph (b)(5) of this section and, if the applicant (or licensee) is a
corporation, owns at least 50.1 percent of the applicant's (or licensee's) voting interests, and,
if the applicant (or licensee) is a partnership, holds all of its general partnership interests.



(4) Control Group Minimum 25 Percent Equity Requirement. In order to be eligible to
exclude non-qualifying investments made by persons or entities identified in paragraph (b)(2)
of this section, and applicant (or licensee) must comply with the following requirements:

(i) Except for an applicant (or licensee) making the election provided in paragraph (b)(4)(ii)
of this section, at the ~ime the applicant's short-form application (Form 175) is filed and until
at least three years following the date of initial license grant, the applicant's (or licensee's)
control group must own at least 25 percent of the applicant's (or licensee's) total equity as
follows:

(A) At least 15 percent of the applicant's (or licensee's) total equity must be held by existing
investors, either unconditionally or in the form of options exercisable, at the option of the
holder, at any time and at any exercise price equal to or less than the market value at the time
the applicant files its short-form application (Form 175);

(B) Such existing investors must hold 50.1 percent of the voting stock and all general
partnership interests within the control group, and must have de facto control of the control
group and of the applicant;

(C) The remaining 10 percent of the applicant's (or licensee's) total equity may be owned,
either unconditionally or in the form of stock options, by any of the following entities, which
may not comply with paragraph (a) of this section:

(1) Institutional Investors; or

(2) Individuals that are members of the applicant's (or licensee's) management.

(D) Following termination of the three-year period specified in paragraph (b)(4)(i) of this
section, existing investors must continue to own at least 10 percent of the applicant's (or
licensee's) total equity, either unconditionally or in the form of stock options subject to the
restrictions in paragraph (b)(4)(i)(A) of this section. The restrictions specified in paragraph
(b)(4)(i)(C)(I) through (2) of this section no longer apply to the remaining equity after
termination of such three-year period.

(ii) At the election of an applicant (or licensee), the 25 percent minimum equity
requirements set forth in paragraph (b)(4)(i) of this section shall apply, except that only 10
percent of the applicant's (or licensee's) total equity must be held by existing investors and that
the remaining 15 percent of the applicant's (or licensee's) total equity may be held by existing
investors or individuals that are members of the applicant's (or licensee's) management. These
restrictions on the identity of the holder(s) of the remaining 15 percent of the licensee's total
equity no longer apply after termination of the three-year period specified in paragraph
(b)(4)(i) of this section.



(5) Control Group Minimum 50.1 Percent Equity Requirement. In order to be eligible to
exclude nonqualifying investments made by persons or entities identified in paragraph (b)(3) of
this section, an applicant (or licensee) must comply with the following requirements:

(i) Except for an applicant (or licensee) making the election provided in paragraph (b)(5)(ii)
of this section, at the time the applicant's short-form application (Form 175) is filed and until
at least three years following the date of initial license grant, the applicant's (or licensee's)
control group must own at least 50.1 percent of the applicant's (or licensee's) total equity as
follows:

(A) at least 30 percent of the applicant's (or licensee's)total equity must be held by existing
investors, either unconditionally or in the form of options, exercisable at the option of the
holder, at any time and at any exercise price equal to or less than the market value at the time
the applicant files its short-form application (Form 175);

(B) Such existing investors must hold 50.1 percent of the voting stock and all general
partnership interests within the control group and must have de facto control of the control
group and of the applicant;

(C) The remaining 20.1 percent of the applicant's (or licensee's) total equity may be owned
by existing investors, either unconditionally or in the form of stock options not subject to the
restrictions of paragraph (b)(5)(i)(A) of this section, or by any of the following entities which
may not comply with paragraph (a) of this section:

(1) Institutional investors, either unconditionally or in the form of stock options; or

(2) Individuals that are members of the applicant's (or licensee's) management, either
unconditionally or in the form of stock options.

(D) Following termination of the three-year period specified in paragraph (b)(5)(i) of this
section, existing investors must continue to own at least 20 percent of the applicant's (or
licensee's) total equity unconditionally or in the form of stock options subject to the restrictions
in paragraph (b)(5)(i)(A) of this section. The restrictions specified in paragraph (b)(5)(i)(C)(1)
through (2) of this section no longer apply to the remaining equity after termination of such
three-year period.

(ii) At the election of an applicant (or licensee), the 50.1 percent minimum equity
requirements set forth in paragraph (b)(5)(i) of this section shall apply, except that only 20
percent of the applicant's (or licensee's) total equity must be held by existing investors, and
that the remaining 30.1 percent of the applicant's (or licensee's) total equity may be held by
existing investors or· individuals that are members of the applicant's (or licensee's)
management. These restrictions on the identity of the holder(s) of the remaining 30.1 percent
of the licensee's total equity no longer apply after termination of the three-year period specified
in paragraph (b)(5)(i) of this section.



(6) Calculation of Certain Interests. Except as provided in paragraphs (b)(4) and (b)(5) of
this section, ownership interests shall be calculated on a fully diluted basis; all agreements such
as warrants, stock options and convertible debentures will generally be treated as if the rights
thereunder already have been fully exercised, except that such agreements may not be used to
appear to terminate or divest ownership interests before they actually do so, in order to comply
with the nonattributable equity requirements in paragraphs (b)(2)(i) and (b)(3)(i) of this section.

(7) Aggregation of Affiliate Interests. Persons or entities that hold interest in an applicant
(or licensee) that are affiliates of each other or have an identify of interests identified in §
24.720(1)(3) will be treated as though they were one person or entity and their ownership
interests aggregated for purposes of determining an applicant's (or licensee's) compliance with
the nonattributable equity requirements in paragraphs (b)(2)(i) and (b)(3)(i) of this section.

(c) Short-Form and Long-Form Applications: Certifications and Disclosure.

(1) Short-form Application. In addition to certifications and disclosures required by __ of
this chapter, each applicant for a DARS license shall certify on its short-form application
(Form 175) that it is eligible to bid on and obtain such license(s), and shall append the
following information as an exhibit to its Form 175:

(i) For an applicant that is a publicly traded corporation with widely disbursed voting
power:

(A) A certified statement that such applicant complies with the requirements of the
definition of publicly traded corporation with widely disbursed voting power set forth in §
24.720(m); and,

(B) The identify of each affiliate of the applicant if not disclosed pursuant to § 24.813.

(ii) For all other applicants:

(A) The identity of each member of the applicant's control group, regardless of the size of
each member's total interest in the applicant, and the percentage and type of interest held;

(B) The status of each control group member that is an institutional investor, an existing
investor, and/or a member of the applicant's management;

(C) The identify of each affiliate of the applicant and each affiliate of individuals or entities
identified pursuant to paragraphs (c)(l)(ii)(A) and (c)(l)(ii)(C) of this section if not disclosed
pursuant to __;

(D) A list and summary of all agreements or other instruments (with appropriate references
to specific provisions in the text of such agreements and instruments) that support the
applicant's eligibility for a license(s) for a DARS license under this section, including the
establishment of de facto and de jure control; such agreements and instruments include articles



of incorporation and bylaws, shareholder agreements, voting or other trust agreements,
partnership agreements, management agreements, joint markeung agreements, franchise
agreements, and any other relevant agreements (including letters of intent), oral or written; and

(E) A list and summary of any investor protection agreements and identification specifically
of any such provisions in those agreements identified pursuant to paragraph (c)(2)(ii) of this
section, including rights of first refusal, supermajority clauses, options, veto rights, and rights
to hire and fire employees and to appoint members to boards of directors or management
committees.

(iii) for each applicant claiming status as a consortium, the information specified in
paragraph (c)(l)(ii) of this section, for each member of such consortium.

(2) Records Maintenance. All applicants, including those that are winning bidders, shall
maintain at their principal place of business an updated file of ownership information,
including those documents referenced in paragraphs (c)(2)(ii) and (c)(2)(iii) of this section and
any other documents necessary to establish eligibility under this section. Licensees (and their
successors in interest) shall maintain such files for the term of the license. Applicants that do
not obtain the license(s) for which they applied shall maintain such files until the grant of such
license(s) is final, or one year from the date of the filing of their short-form application (Form
175), whichever is earlier.

(d) Audits.

(1) Applicants and licensees claiming eligibility under this section shall be subject to audits
by the Commission, using in-house and contract resources. Selection for audit may be random,
on information, or on the basis of other factors.

(2) Consent to such audits is part o( the certification included in the short-form application
(Form 175). Such consent shall include consent to the audit of the applicant's or licensee's
books, documents and other material (including accounting procedures and practices)
regardless of form or type, sufficient to confmn that such applicant's or licensee's
representations are, and remain, accurate. Such consent shall include inspection at all
reasonable times of the facilities, or parts thereof, engaged in providing and transacting
business, or keeping records regarding licensed DARS service and shall also include consent to
the interview of principals, employees, customers and suppliers of the applicant or licensee.

(e) Definitions. The terms affiliate, control group, institutional investor, nonattributable
equity, preexisting entity, publicly traded corporation with widely dispersed voting power, and
qualifying investor used in this section are defined in § 24.720.



24.709 BHgieilify fer Heeftses far fref.IHeftey Blaeks C aftti PXX.XXX Eligibility for DARS
licenses.

(a) General Rule.

(1) No application is acceptable for filing and no license shall be granted for t'fef.IHeftey
elaek C ar fref.IHeftey elaek P, l:lftless the ElI'l'lieatlt, taget:h:er wit:h: its affiliates aBtll'ersaftS ar
efttities tHet liola intefests ift Mie al'l'lieaftt &IlEI Hieir affiliates, kfwe glass reVeftHeS af less iliaA.
$ 125 milliaft ift eaeR af the last p....a years aBtl tatal assets af less t:h:&ft $ 500 fftilliaft at the time
Hie ElI'I'Heaftt 's sRan fefIB al'l'lieatiaft (PafIB 175) is ¥ilea a DARS license, unless all persons or
entities that hold interests in the applicant are existing investors. For purposes of this rule, an
existing investor is defined as a person or entity that ~ld an attributable interest in the
applicant on December 31. 1996.

(2) Tile grass reveftl:les aftti tatal assets af tfte ElI'I'Heaftt (af Heensee), aBEl its affiliates, tlftEl
(eKeel't as I'ra Jfiaea ift l'aragfEll'R (13) af this seetiaR) af l'ersaftS af efttHies tfttit liola interests if!
tile ElI'l'lieaftt (ar lieensee), aBEl tfteir affiliates, skaH ee attriel:ltea ta the ElI'l'lielUlt aMI
eaftSiaerea aft a el:llBl:llative easis lUlEl aggregatea fer 1'l:lfJ'ases af aetefftliniftg wlletfter the
al'l'lieaftt (ar lieeftSee) is eligiele fer a lieense fer fref.IHeftey elaek C ar t'fe(;}Heftey elaek P
l:lBtler this seetiaft.

(3~ Any licensee awarded a license pursuant to this section (ar l'l:lfSl:l6ftt te SeetiaB
24.839(a)(2)) shall maintain its eligibility until at least five years from the date of initial license
grant, eKeel't thftt a lieensee I s (ar atfter attriel:ltaele efttH)" s) iftereasea grass reveBl:les ar
iftereasea tatal assets al:le te Befitltkiel:ltaele eEfl:lity ift¥esHBeftts (i.e., t'fam sal:lFees ')'rftase grass
re'feBl:leS aBtl tatal assets are Bet eaftSiElereal:lftEler l'8fagFfll3R (13) af t:his seetiaR), aeet
fHlBfteiBg, reveftl:le fpam al'eratiafts ar ather ift.vestmeftts, el:lsiftess Ele'felal'meftt ar e*l'aBtlea
serviee sRaH ftat ee eaftSiaerea.

(b) Exceptions to General Rule.

(1) SmaH Bl:lsiftess CaftSartia. 'lAtere aft ElI'l'lie8fit (ar lieeftSee) is a eansanil:lm af slB811
el:lsiftesses, tfte grass re'feBHes aBtl tatal assets af eaeR slB8H el:lsiness SftaH Bet ee aggregatea.

~ Publicly-Traded Corporations. Where an applicant (or licensee) is a publicly traded
corporation with widely dispersed voting power, tile grass reveBl:les aBtl tatal assets af a l'ersaB
ar efttily tftat Ralas 8ft interest ift tfte ElI'l'lieaftt (ar lieensee), afta its affiliates, shaH Bet ee
eaftSieereesuch a publicly-traded corporation shall be deemed to comply with paragraph (a) of
this section.

= (3~ 25 Percent Equity Exception. The grass re'/eBHes afte tatal assetseligibility of a person
or entity that holds an interest in the applicant (or licensee), aBEl its affiliates, as an existing
investor shall not be considered so long as:



(i) Such person or entity, together with its affiliates, holds only nonattributable equity
equaling no more than 25 percent of the applicant's (or licensee's) total equity;

(ii) Except as provided in paragraph (b)(~~ of this section, such person or entity is not a
member of the applicant's (or licensee's) control group; and

(iii) The applicant (or licensee) has a control group that complies with the minimum equity
requirements of paragraph (b)(~ of this section, and, if the applicant (or licensee) is a
corporation, owns at least 50.1 percent of the applicant's (or licensee's) voting interests, and,
if the applicant (or licensee) is a partnership, holds all of its general partnership interests.

(4~ 49.9 Percent Equity Exception. The grass re'ieaaes ftftEI taatl assetseligibility of a
person or entity that holds an interest in the applicant (or licensee), ltIlti its affiliates, as an
existing investor shall not be considered so long as:

(i) Such person or entity, together with its affiliates, holds only nonattributable equity
equaling no more than 49.9 percent of the applicant's (or licensee's) total equity;

(ii) Except as provided in paragraph (b)(.e~ of this section, such person or entity is not a
member of the applicant's (or licensee's) control group; and

(iii) The applicant (or licensee) has a control group that complies with the minimum equity
requirements of paragraph (b)(~~ of this section and, if the applicant (or licensee) is a
corporation, owns at least 50.1 percent of the applicant's (or licensee's) voting interests, and,
if the applicant (or licensee) is a partnership, holds all of its general partnership interests.

(~ Control Group Minimum 25 Percent Equity Requirement. In order to be eligible to
exclude grass reyeBHeS aBtl tatal assets arnon-qualifying investments made by persons or
entities identified in paragraph (b)(;~ of this section, and applicant (or licensee) must comply
with the following requirements:

(i) Exceptfor an applicant (or licensee) ''''Rase sale eaBkal gf8t11' memeer is a l'ree*istiag
eBtity, asmaking the election provided in paragraph (b)('§~(ii) of this section, at the time the
applicant's short-form application (Form 175) is filed and until at least three years following
the date of initial license grant, the applicant's (or licensee's) control group must own at least
25 percent of the applicant's (or licensee's) total equity as follows:

(A) At least 15 percent of the applicant's (or licensee's) total equity must be held by
€}Halifyexisting investors, either unconditionally or in.the form of options exercisable, at the
option of the holder, at any time and at any exercise price equal to or less than the market
value at the time the applicant files its short-forin application (Form 175);

(B) Such €}Halifyexisting investors must hold 50.1 percent of the voting stock and all general
partnership interests within the control group, and must have de facto control of the control
group and of the applicant;



(C) The remaining 10 percent of the applicant's (or licensee's) total equity may be owned,
either unconditionally or in the form of stock options, by any of the following entities, which
may not comply with Seetiefl 24 .720(fl)(1)paragraph (a) of this section:

(1) Institutional Investors; or

(2) NefleefltfeHiHg e~dstiHg ifl'f'estefs ifl a~r ~Fee*istiflg efltity tftet is a memeef ef fBe
eefltfel gfe1:lf);

----f3j Individuals that are members of the applicant's (or licensee's) managementt-er.=-

(4) Q1:lalifyiHg ifl'restefs, as sf)eeifiee ifl Seetiafl 24.720(8)(4).

(D) Following termination of the three-year period specified in paragraph (b)f3~(i) of this
section, Ef1:lalifyexisting investors must continue to own at least 10 percent of the applicant' s (or
licensee's) total equity, either unconditionally or in the form of stock options subject to the
restrictions in paragraph (b)(~(i)(A) of this section. The restrictions specified in paragraph
(b)(S)(i)(C)(l) thFe1:lgli (44}(i)(C)(l) through (2) of this section no longer apply to the
remaining equity after termination of such three-year period.

(ii) At the election of an applicant (or licensee) wliese eefltFel gfe~'s sale IflemBef is a
f)Fee*istiHg efltity, the 25 percent minimum equity requirements set forth in paragraph
(b)(~)(i) of this section shall apply, except that only 10 percent of the applicant's (or
licensee's) total equity must be held by Ef1:lalifyexisting investors and that the remaining 15
percent of the applicant's (or licensee's) total equity may be held by Eftlalifjring investsfs ar
flefleefltfelliHg existing investors ifl Stieli eefltFel gfe~ memBef or individuals that are
members of the applicant's (or licensee's) management. These restrictions on the identity of the
holder(s) of the remaining 15 percent of the licensee's total equity no longer apply after
termination of the three-year period specified in paragraph (b)(.s~(i) of this section.

.(~~ Control Group Minimum 50.1 Percent Equity Requirement. In order to be eligible to
exclude gfess feVefl1:leS aM tetal Ilssets efnongualifying investments made by persons or
entities identified in paragraph (b)(4~ of this section, an applicant (or licensee) must comply
with the following requirements:

(i) Except for an applicant (or licensee) wliese sele eefltfel gfe1:lf) memeef is a f)fee*istiftg
efltif)r, asmaking the election provided in paragraph (b)(~~(ii) of this section, at the time the
applicant's short-form application (Form 175) is filed and until at least three years following
the date of initial license grant, the applicant's (or licensee's) control group must own at least
50.1 percent of the applicant's (or licensee's) total equity as follows:

(A) at least 30 percent of the applicant's (or licensee's)total equity must be held by
Ef1:lalifjrexisting investors, either unconditionally or in the form of options, exercisable at the



option of the holder, at any time and at any exercise price equal to or less than the market
value at the time the applicant files its short-form application (Form 175);

(B) Such <1t18lifyexisting investors must hold 50.1 percent of the voting stock and all general
partnership interests within the control group and must have de facto control of the control
group and of the applicant;

(C) The remaining 20.1 percent of the applicant's (or licensee's) total equity may be owned
by EfH8lifyexisting investors, either unconditionally or in the form of stock options not subject
to the restrictions of paragraph (b)(.ej)(i)(A) of this section, or by any of the following entities
which may not comply with 8eetisliparagraph (a) of 24 .720(fI:)(1)this section:

(1) Institutional investors, either unconditionally or in the form of stock options; or

(2) ~lsfteSfttfsllilig e~dstilig iffi'estsfs iii Ray ~fee~dstiag efttify tftat is RIftefMIef sf ffte
esfttfsl gfSl:If), eithef HftesftElitiSft8Uy Sf ia the fefffi sf stsek s~tiSftB;

- (~~ Individuals that are members of the applicant's (or licensee's) management, either
unconditionally or in the form of stock optioJlSt-6f

(4) Ql:l8lifyiag iWiestsfs, 8S s~eeifieEl ia 24 .720(a)(4).

(D) Following termination of the three-year period specified in paragraph (b)(6~(i) of this
section, EfHRlifyexisting investors must continue to own at least 20 percent of the applicant's (or
licensee's) total equity unconditionally or in the form of stock options subject to the restrictions
in paragraph (b)(.e~(i)(A) of this section. The restrictions specified in paragraph (b)(6)(i)(C)(1)
tkrsHgh (45)(i)(C)(l) through (2) of this section no longer apply to the remaining equity after
termination of such three-year period.

(ii) At the election of an applicant (or licensee) whsse esaksl gfSl:If)'S ssle memBef is 8

~fel!!Kistiag efttity, the 50.1 percent minimum equity requirements set forth in paragraph
(b)(e~)(i) of this section shall apply, except that only 20 percent of the applicant's (or
licensee's) total equity must be held by <1t18lifyiag existing investors, and that the remaining
30.1 percent of the
applicant's (or licensee's) total equity may be held by EfH8lifying iWlestsrs, Sf aSfleSfl:tfeUing

existing investors ifi sHeh esaksl gfSl:If) memBef or individuals that are members of the
applicant's (or licensee's) management. These restrictions on the identity of the holder(s) of the
remaining 30.1 percent of the licensee's total equity no longer apply after termination of the
three-year period specified in paragraph (b)(.ej)(i) of this section.

(-+g) Calculation of Certain Interests. Except as provided in paragraphs (b)(4) and (b)(5)-ftftti
~ of this section, ownership interests shall be calculated on a fully diluted basis; all
agreements such as warrants, stock options and convertible debentures will generally be treated
as if the rights thereunder already have been fully exercised, except that such agreements may



not be used to appear to terminate or divest ownership interests before they actually do so, in
order to comply with the nonattributable equity requirements in paragraphs (b)(3)(i) afttl
f81(42)(i) and (b)(3)(i) of this section.

(81) Aggregation of Affiliate Interests. Persons or entities that hold interest in an applicant
(or licensee) that are affiliates of each other or have an identify of interests identified in
Seetisft~ 24.720(1)(3) will be treated as though they were one person or entity and their
ownership interests aggregated for purposes of determining an applicant's (or licensee's)
compliance with the nonattributable equity requirements in paragraphs (b)(3)(i) aM (B)(4)(i) sf
this seetisft.
2)m and (b)(3)(i) of this section.

BJtt'lfftl'le 1 fer futfagra13H (8)(8). ABC CSfl3. is SWBeS By ift8iJ!iaeals, /'.. , B, aft8 C, eaeR
ftaviftg aft e~al SBe tftirs vstiftg iftterest ift~C CSfl3. A aM B tsgether, witft tws t:liifes sf
the stsek Have the 13sV"ier te esfttfsl MC CSfl3. tlftti ftave aft isefttilr sf iftterest. If A &: B
ift'iest ia DB CSfl3., a BrSaaBaft8 PCS a1313lieam fer BIsek C, Pi aft8 B's se13tlftlte iaterests iB
DB CSfI3. fftt:lst Be aggregates Beetlt:lSe it.. aft8 Bare ts Be treatea as SBe 13erssft.

BJttlffi13le 2 fer 13aragFtlflH (8)(8). ABC CSfl3. Has sHBsisiaFr BC CSfl3., sf wfiieH it ftelss 8

esfttfslliftg 51 13ereem sf tfte stsek. If ABC CSfl3. aft8 BC CSfl3., Bstft iftTfest ift DB CSfl3. ,
tfieir se13artlte iftterests ift DB CSfl3. fftHst ee aggregates Beetlt:lSe ~C CSfl3. afts BC CSfl3. are
affiliates sf eaeH stHer.

(c) Short-Form and Long-Form Applications: Certifications and Disclosure.

(1) Short-form Application. In addition to certifications and disclosures required by Part 1,
SHB13aFt Q sf tllis elittf3ter aft& Seetisft 24.813 of this chapter, each applicant for a DARS
license far fleEtHeftey BIsek C sr fleEtHefte}[ BIsek F shall certify on its short-form application
(Form 175) that it is eligible to bid on and obtain such licensees), anti (if tlI'13lieaele) that it is
eligiBle far sesigftfttea emily sttlt\is 13t:lrst:lam ts this seetisa aft8 Seetisft 24.720, and shall
append the following information as an exhibit to its Form 175:

(i) For an applicant that is a publicly traded corporation with widely disbursed voting
power:

(A) A certified statement that such applicant complies with the requirements of the
definition of publicly traded corporation with widely disbursed voting power set forth in
Seetisft 24.720(fft); § 24.720(m); and.

(B) The identify of each affiliate of the applicant if not disclosed pursuant to Seetisft 24.813;
aflEl
§ 24.813.



(C) Tlie a~~lieaftt' s grsss r6Y6ftaeS aft6 tstal assets, es~\:Itee ift aeesreaflee v;i~ ~ftfagr~lis

(a) aft6 (e) sf tliis seetisft.

(ii) For all other applicants:

(A) The identity of each member of the applicant's control group, regardless of the size of
each member's total interest in the applicant, and the percentage and type of interest held;

(8) Tfte eitii!!eftsli~ aft6 tfte geft6er sr miasrity grsl:ij3 elassifieatisa fer eaeft memBer sf tfte
~~lieaat's esfttrsl grsl:ij3 if tfte af3~lieaftt is elaimiag stams as a easiness sll/flee ey memaers sf
miasrit)' grsH~s aft6/sr wsmea;

- (~ID The status of each control group member that is an institutional investor, an existing
investor, and/or a member of the applicant's management;

(.Qg The identify of each affiliate of the applicant and each affiliate of individuals or
entities identified pursuant to paragraphs (c)(1)(ii)(A) and (c)(1)(ii)(C) of this section if not
disclosed pursuant to 8eetisa 24.8B;-i

("6) A eertifieatisa tftat tfte ~f3lieaftt' s ssle esatrsl gr8\:Jf' memeer is a f3FeeJtistiftg eaftty,if
the a~f3lieaftt fBtlItes ~ eleetisa ia eitlier f3aragr~ft (e)(5)(ii) sr (B)(6)(ii) sf this seetisa; aBEl

(P) Tfte ~~lieaftt' s grsss reyeaaes aft6 tstal assets, esml*itee ia aeesreftftee with f3ftfagr~fts

(a) aft8 (B) sf tftis seetisa.

- (iii) fer eaeft a~f3lieaat elaimiag stams as a eSfl5srtiHfft, tfte iftfeffftfltisa sf3eeifiee ift
f3aragraf3ft (e)(I)(ii) sf f1:iis seetisa, fer eaeli memeer sf SHeft eSfl5srtitlfft.

(2) Lsag feffft t'cfJf3lieatisa. 1ft aeeitiea te the reEfliireffteBts in Saef38rt I ef mis f36:Ft aat!
s~r a~f3lieaele f{iles (e.g., 8eetieas 2Q.6(e) aft8 2Q.9(e) ef this eftatlter), eaeft ~f3lieaat

stlBfftiftiftg a lsag feffft 6f3f3lieatiea fer a lieease(s) fer frefltleBe}' eleek C sr freEflieaey eleek F
sftall, ia aa eJi:ftieit ts its lsag feffft a~f3lieatiea:

(i) Diselsse sef3ftfately aft8 ia~ aggregate tfte grsss re't'eftl:l6S aft8 tetal assets, eS~Htee ift
aeesraaRee with f3ftfagr~fts (a) aft8 (B) sf ~is seetiea, fer eaeft ef tfte felleluiag: the ~~lieaat;

tfte ~f3lieaftt' s affiliates, ~ a~f3lieaftt's esfttrsl grSHf3 memeers; Hie al'l'lieaat' s attrieHtaBle
iftYesters; aae affiliates sf its attriBHtaBle iW/estsrs;

- (ii) List aft8 sHffiftlarii!!eD) A list and summary of all agreements or other instruments (with
appropriate references to specific provisions in the text of such agreements and instruments)
that support the applicant's eligibility for a license(s) fol' freE]:Heaey eleek C er freE]:HefleY eleek
F &HEi its eligieility Hft8er 8eetisas 24.711, 24.712, 24.714 aaa 24.72QaDARS license under
this section, including the establishment of de facto and de jure control; such agreements and
instruments include articles of incorporation and bylaws, shareholder agreements, voting or
other trust agreements, partnership agreements, management agreements, joint marketing



agreements, franchise agreements, and any other relevant agreements (including letters of
intent) l oral or written; and

(iii) List aBEl stiftlffiQft2eE) A list and summary of any investor protection agreements and
identifj'ication specifically of any such provisions in those agreements identified pursuant to
paragraph (c)(2)(ii) of this section, including rights of first refusal, supermajority clauses,
options, veto rights, a!1d rights to hire and fire employees and to appoint members to boards of
directors or management committees.

(iii) for each applicant claiming status as a sfftftll BtisiResS consortium. the information
specified in paragraph (c)(l)(ii) of this section. for each member of such consortium.

= (~~ Records Maintenance. All applicants, including those that are winning bidders, shall
maintain at their principal place of business an updated file of ownership, FeJfefttie aBEl asset
information, including those documents referenced in paragraphs (c)(2)(ii) and (c)(2)(iii) of this
section and any other documents necessary to establish eligibility under this section Sf l:lfttler
tlte aefiftitisns sf sffi:all Btisiftess afta/Sf eesiftess SWftea By HlefftBefS sf fBiftefity gfS\:ifJS ana/sr
WSHleft. Licensees (and their successors in interest) shall maintain such files for the term of the
license. Applicants that do not obtain the licensees) for which they applied shall maintain such
files until the grant of such licensees) is final, or one year from the date of the filing of their
short-form application (Form 175), whichever is earlier.

(d) Audits.

(1) Applicants and licensees claiming eligibility under this section Sf Beetisns 24.711
thFstigli 24.720 shall be subject to audits by the Commission, using in-house and contract
resources. Selection for audit may be random, on information, or on the basis of other factors.

(2) Consent to such audits is part of the certification included in the short-form application
(Form 175). Such consent shall include consent to the audit of the applicant's or licensee's
books, documents and other material (including accounting procedures and practices)
regardless of form or type, sufficient to confirm that such applicant's or licensee's
representations are, and remain, accurate. Such consent shall include inspection at all
reasonable times of the facilities, or parts thereof, engaged in providing and transacting
business, or keeping records regarding licensed BfSaaeaft9 PCDARS service and shall also
include consent to the interview of principals, employees, customers and suppliers of the
applicant or licensee.

(e) Definitions. The terms affiliate, Btisiftess s'W'ftea B)' HlefftBefS sf HHnefif)' gfS\:ifJS aftEl
',fiSffi:eft, esftssFtitiffi: sf sffi:all Btisinesses, control group, eKisti:ag iftvestsf, glsss feVe8:tieS,
institutional investor, Hleffi:BefS sf ffi:iftSfity gf8H~S , nonattributable equity, preexisting entity l

publicly traded corporation with widely dispersed voting power, and qualifying investor, sfftftll
Btisiftess aHa tstal assets used in this section are defined in Beetisftj 24.720.


